Introduction
One of the most delicate tasks in teaching undergraduate micro and macroeconomic courses is the transition from partial equilibrium models to the general equilibrium framework. At the same time, the price mechanism and the clearing of markets is crucial for students' understanding of modern economic theory. This experiment provides the participants with an opportunity to see these economic principles in action.
The experiment is very simple: students receive random endowments of two goods and a simple utility function they may maximize by trading goods with each other. The only information available to each student is his or her own endowment, the existence of the two goods, the utility function, and the possibility of trading with other students. Each student knows neither the total supply of the goods nor the endowments of other students. Since the individual endowments are different, utility improving trades lead to an equilibrium with a market clearing price proportional to the ratio of the total endowments of both goods.
The spontaneous behavior of students corresponds to the invisible hand of the price mechanism which induces a truly endogenous equilibrium defined only by the total endowments and the form of the utility function.
Compared to similar experiments, trading is not restricted by reservation prices or a willingness to trade imposed on the participants. Thus the students can personally experience the role of prices in the market clearing process. The experiment also illustrates important economic concepts such as "there is no trading in equilibrium", "the excess supply or excess demand for goods is zero" or the principle of "Pareto optimality". Students deepen their understanding of the classroom economy analytically through 4 a problem set.
The experiment suggests a way of using the classroom as an artificial closed economy with many agents. It makes economic theory more approachable to students not majoring in economics or to those students who prefer collaborative learning and concrete experiences to abstract conceptualization (see the discussion in Bartlett 1996) . Its positive impact on students' learning and classroom participation reflects the recent evidence on learning types (Becker and Watts 1995 , 1996 and Lage, Platt, and Treglia 2000 .
The next section contains a description of the experiment. Section 3 summarizes the experience with the experiment so far. The fourth section concludes. Detailed instructions, a record sheet, and an example of a problem set can be found in the Appendices.
The Experiment
The market-clearing experiment is intended for intermediate micro-or macroeconomic courses with at least 20 students. Giving instructions and distributing endowments takes approximately 15 minutes (see the detailed instructions in Appendix A). The "classroom economy" clears in about 10 or 20 minutes depending on the number of participants, their motivation, and trading intensity. Material requirements are minimal and enumerated in Table 1. Before the experiment begins, the instructor prepares endowments of two goods, such as red and green pieces of paper. The endowments are distributed by the instructor or drawn by the students from a hat. It is important that the total endowment of each color be different and that 5 students' individual endowments be sufficiently variable to ensure mutually beneficial trades: Table 2 displays the endowment distribution in one of the experiments run in an intermediate macroeconomic class at the University of Chicago. While students could in general observe the endowments of some of the other students, the total number of goods should not be revealed.
Having distributed the endowments, the instructor writes the following utility function on the blackboard: There are many possible variations on the basic setup described above. The instructor may increase the curiosity of the students by announcing at the beginning of class that he or she knows the price that will prevail at the end of the experiment. To prove the claim, he or she ought to write the exchange rate on a sheet of paper, put it in an envelope, and open it at the end of the experiment.
The experiment can be also conducted with three (or more) goods.
For example, with an additional blue good, the students can maximize a utility function U (r, g, b) = rg + b, or even U (r, g, b) = rg − b in which the blue good is a bad. In all cases, the utility function ought to be easily computable.
A government can be introduced to regulate trades and prices, or to tax the endowments and the gains from trade. For instance, the government can set a price ceiling on one of the goods. 
Experience with the Experiment
In the four experiments conducted so far, the trader with the highest final utility always started from a very low endowment and gained by exploiting price differences around the classroom. In one experiment, some students sold their goods to other students who wanted to win the monetary prize for the highest utility at the end of the experiment. In two experiments, a few students pooled their resources and traded as a group.
Although such spontaneous behavior might lead to unexpected situations during the experiment, the market-clearing process is not affected. I decided not to prevent or prepare students for such situations.
Not only do they provide for stimulating questions in the problem set (see question 10 in Appendix C) but more importantly it is worthwhile to preserve the informational and procedural purity of the experiment.
Compared with many other experiments in Delemeester and Brauer 2000, this experiment has no induced values imposed on individual students
(willingness to trade or number of goods to exchange) in order to control the result. Except for the randomly drawn endowments, all students have the same (lack of) information, the same objective function, and an equal opportunity to increase their utility level by trading. The result of the experiment is a consequence of students' optimal decisions subject only to the resource constraints and the form of the utility function.
The instructor may wish to ask the students to record their individual trades in their record sheets. However, the students trade very actively (they indeed resemble stock market brokers) and might not have enough patience and time to record each trade they make. On the other hand, such a detailed trade record would provide useful feedback for the Problem Set 9 or the classroom discussion.
Conclusions
In their valuable survey, Delemeester and Brauer 2001 classify only 11 of 113 surveyed classroom experiments as being relevant to macroeconomics.
Modern macroeconomic theory is based on two principles: the optimal behavior of utility-maximizing rational agents (the micro-foundations of macroeconomics), and the equilibrium in the economy (the clearing of markets). This experiment focuses exactly on these two principles. Given the price, all agents behave optimally (in this sense, the price determines agents' behavior). On the other hand, given the decision rules of the agents, the market clearing condition determines the price (in this sense, agents' behavior determines the price). The assumption of rational expectation closes the system: the market clearing price implied by the agents' behavior is assumed to be the same as the price on which agents' decisions are based. Although the latter criterion seems to be fairer, it would require that the initial endowments be recorded by the instructor. This may inhibit students' spontaneous participation in the experiment (with recorded endowments they might worry about their performance). Of course, the instructor can reward the best two or three traders.
Alternatively, the instructor may randomly choose one student at the end of the experiment and pay that person some fraction of his or her utility. This would motivate students to maximize absolute rather than relative utility. I thank the anonymous referee for suggesting this incentive scheme.
2. The maximal allowed price must be smaller than the market-clearing price of that good. Interestingly, a black market might arise in the classroom. Monitoring, enforceability, and related issues can be discussed in the class and in the Problem Set.
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Appendix A. Instructions
This Appendix offers a full script of how to conduct the experiment.
Instructions to students are in italics; comments and suggestions for the instructor are in square brackets. I suppose that the classroom has 20 students in an intermediate macroeconomics class. The instructor prepares packages for all students in the amount of 300 red and 100 green goods as in Table 2 . An example of a record sheet is shown in Appendix B.
Today we are going to conduct an experiment in which our classroom becomes a closed endowment economy with many agents. The experiment will demonstrate how an equilibrium in such an economy emerges. First, each of you will receive a record sheet for our experiment and draw an endowment of red and green pieces of paper that represent the goods available in the economy. [Instructor distributes the record sheets and goes around the class and lets students draw random endowments from a hat. [If the instructor wants to put any restriction on students' behavior (coalitions) he or she should inform them at this moment. The instructor should not directly tell the students to maximize the utility function or how 13 exactly the experiment will end. After questions have been answered, the instructor attaches a ten dollar bill to the blackboard.] Here is the reward.
The experiment has begun. [Students will soon realize that an exchange of goods may increase their utility. There is no need to encourage passive students: the actively trading students will seek these students out and trade with them. Over time, the initial exchange rate (usually one red good for one green good) will converge to the equilibrium exchange rate. If time is pressing, the instructor may want to announce the local exchange rates to the whole class in order to speed up the convergence to the market-clearing exchange rate. When the market-clearing exchange rate is attained, the trading intensity will slow down and eventually stop. ]
What is the exchange rate? Is anyone interested in trading at this Your grade on the Problem Set will not be related to these data or your actual performance in the experiment. 
